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BOOK REVIEWS 
NEW FACES .. 
This journal is a continuum of a student 
project initiated in the fourth quarter, 1968, 
academic year. Articles are selected for pub-
lication from student tenn papers submitted in 
the nonnal course of scholastic endeavor within 
courses in management offered by the Department 
of Business Administration and Economics. The 
views expressed are those of the authors exclu-
sively and in no way reflect the attitude or 
endorsement of the Defense Department, Navy De-
partment, or the Naval Postgraduate School. 
EDITORS. • . . . . • . . . • . . Robert Chaney, L tCo l , USMC 





QUES·T IONNAIRE · 
This questionnaire is designed to provide a feedback 
on the receptivity of this issue of the management journal. 
The present journal incorporates many of the suggestions 
submitted by students reading the other issues. 
PLEASE XECUTE PRIOR TO 15 FEBRUARY 1971 
------------t-OLO HERE·-----------
.l IH C. ~C.;) I CONVINCING CONTENT Kt.LAI .l VC. I U ARTICLE LEVEL PRESENT STUDY 







Time to read= minutes. ----
What management areas interest you? 
Constructive remarks: 
Other remarks: (use other side if needed) 
Edi tor 
Management Journal 




This is the Management Journal. Its publication is a 
result of the continuing interest of a significant nuni>er of 
Management students and faculty meirbers. 
The organization and editorial policies of the Journal 
are still sketchy, its distribution is extremely limited, 
and it is too early to predict even partial success. How-
ever, it is hoped that this huirble effort may be the 
catalyst that ultimately creates a first-class management 
publication. Surely, there is a need for such a publica-
tion at the Naval Postgraduate School, and it is considered 
that the faculty and students here are every bit as erudite 
as those at other institutions that now publish professional 
journals. 
It has been observed that many otherwise meritorious 
papers with a management message to impart often just die 
in some briefcase, desk, or file. We wish to capture these 
papers and give them continued life in the Management 
Journal . Accordingly, faculty members and students who 
have such papers are encouraged to forward them to the 
Editor of the Management Journal, C/0 the Department of 
Business Administration and Economics for consideration for 
publication in the future. 
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LETTERS TO THE 
EDITOR 
In the effort to expand and improve this editorial 
undertaking additional features have been added to 
this current issue of the Management Journal, one of 
which is the Letters to the Editor. Readers are 
encouraged to send their observations and conments, 
other than those entered on the Survey Questionnaire, 
to the Editor, Management Journal, C/0 Office of the 
Department of Business Administration and Economics. 
Editorial policy requires that such letters must 
be signed to be published although the signature will 
not be used upon request of the writer. 
V 
From: LCDR Jerry J. Haldennan, USN 
To: Editor, Management Journal 
Subj: Proposal for an alumni association for the NPGS 
In the field of education, meaningful improvement, develop-
ment, and research is not presently being accomplished through 
the use of appropriated funds. On the contrary, the majority of 
funds utilized to finance construction, research, and operations 
at colleges and universities throughout the United States, are 
received from private individuals and corporations in the fonn 
of grants, contributions, and aid. According to Simon and Grant, 
34 per cent of the money used to finance the operations of uni-
versities and colleges in the United States is generated in 
this manner. This is the highest single source of revenue to 
colleges and universities and accounts for over six billion 
dollars annually. The most important vehicle utilized for 
solicitation of such donations is the alumni association, a non-
profit corporation established to further the objectives and 
goals of the educational institution. 
Alumni associations are not unco11111on in the United States 
Navy or the Department of Defense. The Naval Academy Alumni 
Association has been in operation since 1945. In 1944, the 
Naval Academy Foundation was established for the express purpose 
of financing intercollegiate athletics, since Congress would 
not appropriate funds for this function of the academic life. 
As recently as January 1960, the Secretary of the Navy approved 
the establishment of the Navy Supply Corps School Alumni Asso-
ciation and the Navy Supply Corps Foundation. Examples of 
other military alumni associations include those at West Point, 
the Air Force Academy, and the Air Force Institute of Technology 
at Wright-Patterson AFB, Ohio. 
This, of course, does not justify the establishment of a 
similar organization at the Naval Postgraduate School. It is 
felt that an alumni association could contribute t<Mard such 
goals as recruitment of faculty members. 
The school is presently far behind the national average 
for university ousiness schools for the number of members of 
the faculty holding masters and doctorate degrees. Figure 1 
indicates that NPGS is behind the national average for masters 
and doctorate degrees oy almost 12 and 22 per cent, respectively. 
The school cannot hope to recruit top notch faculty until Con-
gress sees fit to appropriate the money. It is this author's 
opinion that that day is far away. 
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This is also true for the general lack of faculty in numbers. 
The student-to-faculty ratio for the nation's graduate business 
schools is 8.5 to l. The same ratio for the NPS Department of 
Business and Economics is 17.6 to l . It might also be pointed 
out that civilian faculty members are granted leave for re-
search one quarter of each year. This means, in effect, that 
the data in Figure l for NPS would be even lower with the ab-
sence of each civilian faculty member from the classroom for 
25% of the time. 
This whole situation is aggravated by the fact that military 
i nstructors are relied upon quite heavily at NPS. Over fourteen 
per cent of the faculty at NPS are military and the majority of 
them are first-tour officers with recent masters degrees. This 
figure is 32% for the Department of Business and Economics. 
With draft quotas down and deferments going up, it is unlikely 
that this type of officer will be available in the future. It 
is not my purpose to cast aspersions on the NPS faculty. It is 
evident that adequate funds are not being generated to attract 
and retain the quality and quantity of faculty required to 
produce the results desired. An alumni association could work 
toward the alleviation of this problem. In the early stages 
of development, such an organization could seek consultation 
contracts from outside, interested parties to supplement the 
incomes of prospective faculty members. As the association 
grows, contributions, grants, and donations could be used to 
increase the number of qualified professors. 
The second area addressed fiere i's the publication of a 
school pertodical similar to the Management Journal. It is not 
distri6uted outside the school. 1'1Jany present and past students 
have expressed a desire to keep in contact wtth the scfiool. 
Yet no means exists . This puoli"cation could 6e expanded to 
encompass the entire school and be used for the following pur-
poses: 
l. Continue to publish papers and articles by present 
students in their particular fields of endeavor. 
2. Provide a means of expressing professional experiences 
encountered after graduation. 
3. Operate as a line of conmunication between students, 
alumni, faculty, and administration. 
4. Function as the offi ci a 1 organ of the a 1 umni as·sociation. 
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These last three purposes are considered essential in striving 
for improvement in the educational, social, and professional 
atmosphere at the NPS. 
The purpose of ny letter is to propose the establishment 
of a Naval Postgraduate School Alumni Association. The organi-
zation should be a non-profit corporation engaged in charitable 
and educational activities. The purpose for which the associa-
tion would be organized might be as follows: 
1. To foster a spirit of fellowship among the active 
members, alumni, and friends of the Naval Postgraduate School. 
2. To perpetuate the history and traditions of the Naval 
Postgraduate School. 
3. To provide for improvement of student and faculty life 
at the Naval Postgraduate School. 
4. To encourage and assist young men and women to pursue 
careers as officers in the United States Navy. 
Activities to be carried on by the association to perpetuate 
these purposes might be as follows: 
1. Attract prospective faculty members to NPS by seeking 
consultation contracts from interested organizations, both in-
side and outside the Department of Defense. 
2. Seek private and public grants for student and faculty 
research. 
3. Provide material support for procurement or construc-
tion of projects not provided for from .appropriated funds . . 
4. Provide a social organization for students and former 
students of NPS in the fonn of annual reunions or meetings. 
5. Establish a National Speakers Program that will con-
tribute to the over-all professional development and growth of 
the NPS student and which will be of value to him in his future 
assignments. 
6. Publish periodically an alumni association bulletin 
or journal. 
7. Publish annually an NPS•Data Book to serve as a contact 
point between members. 
8. Establish a museum to develop and publicize the history 
and traditions of NPS. 
9. Establish a placement service to sell industry on NPS 
capability and match retiring personnel and junior officers 
being released to inactive duty with employment opportunities. 
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10. Establish scholarships for deserving dependents of 
members of the alumni association and for members themselves. 
It is hoped that this letter might generate interest in the 
establishment of a Naval Postgraduate School Alumni Association. 
Corrments and suggestions would be greatly appreciated. Anyone 
interested in working on the project should contact the author 
through SMC Box 1540. 
Editor's note : 
-------------
Comments or suggestions sent after 18 
December 1970 can be addressed to Editor, 
care of Code 62, Business and Economics 
Department, NPS, for coordination. 
Facts about writer of letter: 
Jerry J. Halderman, LCDR, SC, USN; B.S. in 
Busi ness Administration from the Univer-
sity of Kansas; Candidate for M.S. in 
Management, NPS; Next duty -- Field Servi ce 
Officer, NAVSUPACT SAIGON. 
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VERBAL COMMUNICATIONS 
by RobVLt W. G4oom 
In the p4Uh 604 exeeu.ti.ve .time, 
the a/Lt and p!ta.ctlc.e 06 Lu.te.n.ing taku on 
inC)[.e.a.6ed impoJc.;ta.nc.e in qu.a,U;ty c.ommwu.c.a.-
:ti.on in M~ageme.nt. 
Robert W. GROOM, LCDR, SC, USN; U.S. Naval 
Academy, B.S. 1959; Candidate for M.S. in Com-
puter Systems Management. 
Term paper submitted to LtCol John Smith, 
Management Information Systems,~ 4181. 
Words are tools by which we exchange ideas 
and thoughts, and when skillfully used, they 
exert a powerful influence on the thoughts and 
action of those who hear them. 
This conment by David Sarnoff, President of the Radio Cor-
poration of America,/! illustrates the importance attached to 
verbal conmunication by highly successful business executives. 
Of course, this should come as no surprise. It is remarkable, 
however, that virtually all the emphasis is placed on being a 
good speaker, in the speaker-listener relationship that goes to 
make up verbal conmunications, and it is assumed the listener 
will receive the message "loud and clear. 11 The assumption is, 
unfortunately, fallacious. In fact, Fortune magazine has gone 
so far as to state, "By and large, the fine art of listening is 
the most overlooked tool of Management.11/2 
Why is listening so important, and what has caused the lack 
of emphasis on listening? Studies have shown that an average 
supervisor or manager spends 45 minutes of every hour in verbal 
communications with others--almost 30 minutes of which are in 
just listening./3 Yet, it has also been determined that after 
listening to someone speak for as little as 10 minutes, the 
listener will retain only 50 percent of what was said and, with 
/1 David C. Phillips, Oral Communication in Business (New 
York, 1955); p. 1. 
/2 William Whyte, "Is Anybody Listening?" in Fortune, 
Vol. 43, pp. 77 ff., September 1950. 
/1 Harold P. Zelko, "An Outline of the Role of Listening 
in Communications," in The Journal of Communication. Vol. 4, 
1954; p. 71. , 
average attention, only 25 percent is recalled 48 hours later./4 
Even so, until recently, the primary emphasis has been placed -
on developing speaking abilities because of four widely-held 
false assumptions regarding listening./5 In correcting these 
false impressions, it is necessary first to understand that 
listening, like reading, is a skill that can be taught. And, 
the fact that we hear almost constant ly does not eliminate the 
need for a conscious effort to practice good listening. Second, 
although there is some correlation between intelligence and 
listening ability, the two are not directly proportional. Third, 
neither is hearing loss a major contributing factor to poor 
listening. Finally, learning to read does not automatically 
produce good listening habits 
Having outlined those things which do not produce a poor 
listener, let us now explore those that do.Foremost on the 
list of the causes of listening deficiency are the problems 
arising from differences in a person's speaking, hearing and 
thinking rates. Studies have detennined that, on the average, 
individuals speak at only 125 words per minute, while it is 
possible to listen at 300 words per minute without any loss in 
comprehension, and to think at an "easy loafing rate 11 of 600 
words per minute./6 The 475 words per minute differential, 
between what one person i s saying and his listener's ability to 
think, gives the listener, believing he can consider several 
other matters at the same time he is following the conversation, 
a false sense of security. This 11tuning-in and out11 of the 
conversation may proceed without any loss of understanding for 
several minutes, but as the listener's mind wanders farther 
afield and for longer and longer per iods, there comes a time 
when, as he 11tunes-in 11 again, he finds he has missed some point 
which makes following the train of thought a little more diffi-
cult, but certainly not impossible . As he continues to tune-out 
and in, the listener finds it increasingly difficult to under-
stand the speaker until a point is reached when the listener 
gives up listening completely and concentrates on his own 
thoughts. For courtesy's sake the "listener" continues to feign 
interest and even tune-in occasionally just in case a question 
might be asked, but this is not listening. It is merely moni-
toring the spoken word. 
Another listening deficiency is caused by emotional "filters. 11 
This process of filtering can manifest itself in several ways. 
One way might involve hearing something said which was in opposi-
tion to certain strongly-held beliefs. This, then, could make 
the 1 istener go 11deaf11 to the words that threaten him. Con-
versely, if the speaker's ideas are in agreement with the deeply-
rooted feelings of the listener, . all mental barriers are dropped 
/4 Aurelius A. Abbatiello and Robert T. Bidstrup, '"Listening 
and Understanding," in Personnel Journal (August 1969); p. 593. 
/5 Ralph G. Nichols and Leonard A. Stevens, Are You Listen-
ing , {New York, 1957); p. 11. 
/§_ Abbatiello, et. al., p. 594. 
2 
thinking effort becomes minimal. There is no need to concentrate 
on what is being said because it is merely a reflection of the 
listener's long-held innermost feelings and thoughts. A final 
method of filtering might be produced by the utterance of key 
words which can cause emotions to take over and logic to be cast 
aside. As an example, if the listener 1 s boyhood experiences in 
his home town had been pleasant ones, the label 11horne town11 
might produce a warm, secure feeling and pleasant reminiscences 
of those days would follow. Certain common emotion-laden words 
can almost always be expected to evoke strong feelings in most 
individuals. These would include such words as 11red-neck, 11 
11share-cropper, 11 11nigger, 11 11evolution, 11 "Jew,11 11Kike,11 "hick-
town,11 11venereal disease, 11 11automation,11 11 Red,11 "Communist,11 
"sissy, 11 and "Democrat" and 11Republican.11/7 In any case, when 
word barriers appear and emotions take control, listening 
efficiency falters and conmunication almost ceases. 
Other factors tending to affect listening efficiency are 
the speaker's physical appearance and personal mannerisms, 
relative status of the speaker and listener (e.g., officer vs. 
enlisted, Democrat vs. Republican), noise level, temperature, 
and the like. The list is almost endless. 
Earlier in this paper it was brought out that good listen-
ing ability was not something a person is born with, but a skill 
that must be developed. One of t~e pioneers in teaching listen-
ing improvement is Dr. Ralph G. Nichols, Rhetoric Department 
head at the University of Minnesota. The following ten guides 
to good listening are the result of his many years'research in 
this field./~ 
l. Find Areas of Interest 
Clearly, an interest in the topic being presented is of 
great value in stimulating efficient listening. Poor listeners 
usually wait until only a couple of sentences are spoken before 
deciding the subject is "dry," thus rationalizing their subse-
quent inattention. 
A good listener, on the other hand, may make the same 
initial judgment as the poor listener. But, finding it to be 
impolite, or awkward at the very least, to get up and leave, the 
good listener decides to make the best of this situation and 
see what the speaker has to say that he, the listener, can use. 
The word "use" is of singular importance in the matter of interest 
in a topic. As C. K. Chesterton has observed, 11There is no such 
thing as an uninteresting subject; there are only uninterested 
people. 11/9 
/7 Nichols, et. al., p. 101. 
/8 Ralph G. Nichols, 11Listening is a 10-Part Skill ,t• in 
NationTs Business (July 1957); pp. 56-60. 
l't Ibid., p. 56. 
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2. Judge_Content, Not_DeliverY, 
If a speaker has some distracting quality, such as a 
rasping voice, disheveled appearance, or peculiar mannerism, 
the initial reaction of both the good and bad listener will 
allow himself to concentrate his thinking on -the distractions, 
the good listener will recover by remembering that his interest 
lies not in how the speaker looks, sounds, or acts, but in his 
"message." Once again he asks himself the question, "What does 
this speaker know that can be of use to me?11 
3. Hold Your Fire 
As Dr. Nichols phrases it, "Overstimulation is almost as 
bad as understimulation, and the two together constitute the 
twin evils of inefficient listening. 11 Few people can listen 
to a talk for more than a couple of minutes before the speaker 
touches upon a pet bias or conviction. When this occurs the 
listener is sometimes roused to support the speaker's point; 
usually, however, the reverse happens. 
In most cases, the overstimulated listener becomes pre-
occupied with trying to do three things at once: determine what 
harm is being done to his own theories and convictions; formulate 
some "baiting" question to address to the speaker; and revel in 
the mental image of the speaker's discomfiture as his reply is 
totally discredited. Obviously, with all these mental activities 
taking place, the speaker goes unheard. 
A good listener will adhere to the principle of withholding 
evaluation until certain that the speaker's points are clearly 
understood. 
4. Listen For Ideas 
Only about 25 percent of an audience listening to a formal 
talk will be able to isolate the hearer's central idea. The 
poor listeners who comprise the remaining 75 percent of the 
audience will be inclined to listen only for facts. This fault 
is best illustrated, perhaps, by the- following example: 
In the course of his presentation, the speaker 
mentions fact A. The listener innnediately re-
sponds by repeating "fact A" over and over in 
his mind so he will be sure to remember it . 
But while the listener is doing this, the 
speaker introduces fact B. Now the listener 
has two facts to remember and he proceeds 
to mentally repeat them as before. However, 
the speaker continues to introduce facts on 
up through Z, while the listener, hopelessly 
snarled in his concentration on details, has 
heard only a few of the facts, garbled sev-
eral others, and completely missed the rest. 
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To perfect the skill of focusing on the speaker's central 
idea requires just a little effort on the listener's part to 
develop "an ability to recognize conventional organizational 
patterns, transitional language, and the speaker's use of re-
capitulation. 11/!Q. 
5. Be Flexible 
Note-taking is a device that is frequently used by listeners 
as an aid to learning and remembering; however, poor listeners 
often confuse 11outlining 11 as being synonomous with 11note-taking 11 
and therefore use outlining exclusively. If all talks were well-
organized there would be no problem, but unfortunately, less · 
than half of even formal speeches follow some definite plan of 
organization. Thus, the only likely result of trying to out-
line an unoutlineable talk is complete frustration. 
It has been observed that the best listeners are those who 
have developed several methods of note-taking in order to avail 
themselves of the technique which best fits the organizational 
pattern (or lack thereof) of a particular speaker. In other 
words, being a good listener also requires an individual to be 
a flexible and adaptable note-taker. 
6. Work_at_Listening 
The simple fact of the matter is that listening is plain 
hard work. To listen actively results in a faster heart beat, 
increased circulation of the blood, and a ·slight rise in body 
temperature./11 The effort required in listening has caused 
"faking of attention" to be one of the worst habits in us as 
individuals. 
The motivation to be an attentive listener may be, as dis-
cussed previously, a purely selfish one-- 11What can I learn from 
the speaker?" Acquirin~ the speaker's knowledge can be best 
accomplished by a few simple, but effective methods: establish 
eye contact and then maintain it; assume a posture of respectful 
attention; and react to the speaker's words with appropriate 
facial expressions to indicate your interest in, and apprecai-
tion of, the speaker's efforts. This does not necessarily imply 
agreement with what the speaker is saying, but the fact he knows 
the listener is interested will allow the speaker to express 
himself more clearly and, therefore, achieve the best possible 
corrmunication with the listener . 
7. Resist Distractions 
-------------------
Some distractions may be eliminated by the simple expedient 
of closing a door or window, turning off a television, moving 
closer to the speaker, or asking him to speak louder. Good 
/10 Nichols; p. 57. 
/ll Ibid.; p. 58. 
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listeners have a tendency to adjust to distractions of this 
type by taking the actions indicated. Poor listeners, on the 
other hand, are inclined to tolerate and be influenced by the 
distractions, even in a face-to-face situation. 
On occasion, it may not be possible to remove the distrac-
tion and it is in these cases that the good listener will 
mentally block them out by means of increased concentration. 
8. Exercise Your Mind ------------------
Dr. Nichols believes that a bad listener can be best de-
scribed as 11inexperienced. 11 He is inexperienced in the sense 
that throughout his life he has vigorously pursued listening 
to "light, recreational" material while actively avoiding 
ntough,• technical, or expository 11 in nature. The significance 
of the problem becomes most apparent on the job at the office 
or .factory, or in the classroom where that type of individual 
is a poor producer. 
It is not an easy matter to overcome inexperience; however, 
once an individual is willing to acknowledge he has this 
problem, the situation can be reversed by a concerted effort on 
his part. 
9. Keee_Your_Mind_Oeen 
The earlier discussion regarding certain words or phrases, 
such as 11mother-in-law11 or 11income tax," triggering emotional 
responses in individuals may be difficult to believe when ana-
lyzed in a dispassionate and detached manner. However, both 
good and bad listeners are susceptible to this failing, the 
latter more so than the former. 
It is the effective listener who tries to identify those 
words and phrases most upsetting to him, and, possibly by means 
of an open discussion of them with others, to minimize their 
emotional impact. 
10. ~~eii~li;~-~~-I~~~~~!-~e~~~ 
The ability to think approximately four times faster than a 
person can speak can be of tremendous benefit if channeled 
properly. The poor listener, however, usually becomes bored by 
the slowness with which the speaker is supplying him with 
ideas. Therefore, the poor listener soon succumbs to the 
pleasures of on-again, off-again l i stening until it is no 
longer possible to follow the speaker's train of thought. 
Such is not the case with an effective listener. Through 
constant practice, he conditions .himself to take full advantage 
of his thinking speed by first identifying a speaker's pattern 
of thought and then: 
a) trying to anticipate what point the speaker 
will make next. If he figures correctly, the 
point is reinforced in his mind. If he i"s 
wrong he can quickly try to determine where 
his logic failed and this, too, helps to 
reinforce his new knowledge; 
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b) periodically reviewing and sunmarizing what 
the speaker has· been saying; 
c) weighing the verbal evidence used by the 
speaker to support his argument. In so doing, 
the listener will be asking himself such 
questions as, "Are the data accurate?", 
"Is the source unbiased?", "Is the speaker 
presenting all the facts, or just the ones 
that will prove his point?"; and 
d) 11listening between the lines." The words 
themselves may play only a small part in con-
veying the true content of a message. Much 
can be learned about the speaker's intent, 
or importance of the message, by observing 
his facial expressions, gestures, or body 
movements, or noting the changes in the 
tone or volume of his voice. Robert Louis 
Stevenson sunmarized this very succinctly 
when he said, "The speaker buries his mean-
ing; it is for the hearer to dig it up 
again; and all speech, written or spoken, 
is in a dead language until it finds a will-
ing and prepared hearer. "/1.£ 
The values to be derived from being an effective listener 
are particularly applicable to managers. Loyola University 
conducted a study recently in which it asked the question, 
"What is the most important single attribute of an effective 
manager?" The responses showed the answer to be "listening to 
the individual employee."/ll In so doing, the manager gives 
the employee an opportunity to unburden himself of hostilities 
that may have been building for some time. Just the act of 
talking about the "problems"--and having the feeling that his 
complaints are given consideration--may leave the employee 
completely satisfied. 
Another benefit that effective listening produces is better 
listening on the other person's part. If the speaker feels his 
statements are being sincerely listened to and his "audience" 
not merely waiting for him to pause so they can leap in, he 
does not feel threatened. Thus, when he finishes speaking, he 
is more than willing to be an attentive listener himself. 
And, finally, being a respectful listener will stimulate 
the speaker to talk more freely and to take his time in organiz-
ing his thoughts. This will result in the listener receiving 
more and better understood information upon which he can base 
his decisions. · 
In sunmary, listening is a skill that must be developed 
and it requires constant practice to maintain. Effective listen-
ing, both to what is actually said and what is only implied, can 
be of substantial value to a manager. 
/12 Abbatiello, et. al; p. 638. 
/13 J. R. Cranwell, "The Fine Art of Listening," Super-
visoryManagement (September 1969); p. 16. 
7 
Bibliography 
Abbatiello, Aurelius A. and Robert T. Bidstrup, "Listening and 
Understanding,11 Personnel Journal, August 1969, pp. 593-96, 
638. 
American Management Association, Effective Communication on the 
Job, Revised Edition, edited by Elizabeth Marting, Robert E. 
Finley, and Ann Ward, American Management Association, Inc. 
Blansfield, Michael G., 11Why We Are Misunderstood," Office 
Executive, January 1959, Vol. 34, pp. 20-21. 
Cranwe 11 , J. R. , 0 The Fine Art of Listening, 11 Supervisory 
Management, September 1969, pp. 15-16. 
Cross, M.A., "How Well Do You 'Communicate'?'', Texti1eWorld, 
February 1958, p. 151. 
Dreyfack, Raymond, 11How to Find the Common Denominator in 
Communication,11 Office Management, October 1959, pp. 59-71. 
Gaudet, Frederick J., "Why Can' t People Get Things Straight?, 11 
Supervisory Management, March 1959, pp. 20-26. 
Nichols, Ralph G. and Leonard A. Stevens, Are You Listening, 
New York, McGraw-Hill Book Company, ·Inc., 1957. 
Nichols, Ralph G., "Listening is a 10-part Skill, 11 Nation's 
Business, July 1957, pp. 56-60. 
Phillips, David C. , Oral Communication in Business, New York, 
McGraw-Hill Book Company, Inc., 1955. 
Rogers, Carl R. and F. J . Roethlisberger, "Barriers and Gateways 
to Conmunication,11 Harvard Business Review, July-August 
1952, pp. 46-52. 
Sattler, William M. , "Talking Ourselves into Communication 
Crises , 11 Michigan Business Review, July 1957, Vol. 9, pp. 25-31. 
Sigband, Dr. Norman B., "Listen to What you Can't Hear, 11 Nation's 
Business, June 1969, pp. 70-72. 
Wakin, Edward, "Why Can't Executives Communicate?," Dun's Review, 
November 1968, pp. 66-68. · 
Weiss, Allen, "Do Your Instructions Get Lost in Translation?," 
Supervisory Management, May 1970, pp. 16-18. 
8 
Whyte, William, 111s Anybody Listening?," Fortune, September 1950, 
pp. 77-83 ff. 
Wiksell, Wesley, Do They Understand You?, New York, Macmillan 
Company , 1960. 
Zelko, Harold P., "An Outline of the Role of Listening in 
Corrmunication,11 The Journal of Communtcation, Vol. 4, 1954. 
pp. 71-75. 
9 
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Paul R. FLETCHER, LT, USN; U.S. Naval 
Academy, B.S. 1964, Candidate for M.S. in 
Computer Systems Management. 
Harry L. TURNER, LT, SC, USN; B.S. from 
Naval Academy in 1965; Candidate for M.S. in 
Computer Systems Management. 
Term paper submitted to Professor G. 
Musgrave, Microeconomics, MN 3141. 
The purpose of this paper is to provide infonnation to 
Naval Officers living on the Monterey Peninsula with an unbiased 
view of the value of a real estate broker's services, and to 
answer the question, 11should I try to sell my house myself?" The 
hypothesis tested was this: It is more economical to sell your 
own house than to use a real estate agent. The method of test 
used is one of least cost determination. Costs are classified 
as explicit if a dollar sign could readily be attached, and im-
plicit where it could not. The conclusion is based upon a 
judgement of whether a real estate oroker's co111nission is greater 
than a home owner's advertising costs plus the implicit costs in-
volved in handling the transaction himself. 
Assumptions include the fact that the area concerned is the 
Monterey Peninsula and that a seller's market exists. The seller 
is a Navy Officer, which means he probably has not owned the 
home more than two or three years . Also, it is assumed that real 
estate brokers know their areas well and will do their best to 
get the seller the best possible price for the home. 
An individual needs to learn about a few of the basic 
procedures involved in selling a home in order to do so intel-
ligently. These procedures will be examined below and consist 
of knowing where to obtain a) assistance, b) financing, c) in-
formation about tax considerations, d) information about pricing 
and advertising, e) information concerning the functions of a 
title company and f) a little about salesmanship when competing 
with a real estate salesman. 
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Assistance in selling a home is available from one's legal 
officer or attorney, from realtors, appraisers, lending agents 
and institutions, and tennite i"nspectors. 
A question one might ask is whether or not one needs an 
attorney when selling a home. If one wants to be absolutely, 
positively safe in regard to all legal matters, it would be wise 
to retain an attorney who is actively engaged in real estate 
practice in the locality concerned. Actively engaged is stressed 
because attorney fees are computed on the time spent working up 
a contract. One who is actively engaged may be able to do in a 
one hour what it would take another three or four hours to 
accomplish. Attorney fees given over the telephone and in person 
were as follows for services involved in a selling transaction. 
(These attorneys were picked at random in the yellow pages.) 
H & D 
F - p 
H, F, & J 
D, R, & C 
T & H 
$200.00 
100.00 - 200.00 
50.00 - 100.00 
50.00 - 100.00 
50.00 - 150.00 
In general, attorneys' fees are $30.00 to $50.00 an hour. The 
above quotations were for the most simple transactions such as a 
cash payment for the home or the assumption of an existing loan . 
For a more complicated transaction, such as a Contract of Sale 
or an All Inclusive Trust Deed, the price will increase since it 
takes lawyers longer to work up special transactions. 
Note the following, however. Two lawyers stated that their 
services were not really needed for the simple transactions. A 
title company can handle the job very well. One lending agent 
disclosed that many other persons could handle the more detailed 
cases, such as the All Inclusive Deed of Trust, for a smaller fee 
than an attorney would charge. The going rate seems to be one 
percent of the selling price of the home. "Title companies may 
not, by agreement with the California Bar Association, be instru-
mental in the preparation of any legal documents which are the 
responsibility of an attorney. Because of the very limited use 
of the All Inclusive Deed of Trust, your attorney may not be 
familiar with it. In this case, you might suggest that he talk 
with one of the senior attorneys from one of the title companies." 
/1 It was related in confidence, however, that if one walked 
into a title company after closing hours, he could probably have 
the more detailed cases handled without an attorney and be 
better off for it. Furthennore, sometimes the lawyers go to the 
title company, even for the most simple transactions . Some lend-
ing agents also are capable of handling the complicated trans-
actions as well. 
/l "Financing" Realty Blue Book, San Rafael: Professional 
Real Estate Publishing Company, 1968, p. 235. 
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One cannot detennine easily which lawyers are actively en-
gaged in real estate contracts from looking at the yellow pages 
in the telephone book, so one should obtain help from the legal 
officer, who is familiar with the local bar association. Fur-
thennore, you could ask the legal officers assistance in look-
ing over simple transactions, before you sign anything. It is 
forbidden, however, for the legal officer to represent you in 
one of these transactions. The explicit costs, as one can see, 
may vary for an attorney. However, one might want to incur 
these costs, even if dealing with a realtor, just to be sure 
everything is legally correct. The implicit cost when trying 
to sell the house yourself is the time and effort of finding a 
good attorney, if lQ!! need one. Another implicit cost might be 
the amount it would cost you if something was not correct and 
you did not consult an attorney. 
Other assistance available includes real estate firms them-
selves. If you have a question about something, just call them 
on the phone. Most of them will be glad to answer your questions. 
After all, you might become a customer if you are unable to sell 
your home yourself. 
Assistance from an appraiser is desirable. An appraisal 
is required by a lender as proof of the value of the property 
should the person obtaining the loan default on his payments. 
A foreclosure and resale is based on the appraised value of the 
home. The cost of the appraisal is normally incurred by the 
buyer since it is at his convenience, but may be borne by the 
seller as proof of value. There are several types of appraisals 
including the VA, FHA, and private appraisals. One may be 
more desirable than the other. A VA appraisal costs $30.00 plus 
$ 1.80 a mile if your home is outside a certain radius from the 
city limits. As an example, Marina is four miles from Monterey, 
so one would add 4 times $1.80 to the basic $20.00 for an ap-
praisal in that location. A VA appraisal is honored by the FHA 
for a $15.00 conversion fee, but the converse is not true. The 
VA appraises a home in an "as is 11 condition plus it requires a 
tennite report. This can save you repair costs. The FHA 
charges $35.00 for an appraisal. requires a termite report, and 
does not inspect in an 11as is 11 condition. 
They may require you to paint your home, fix the roof, re-
place tile, or anything else they deem necessary before they will 
give an appraisal. This could get very expensive. The FHA does 
raise your appraisal by including the cost of closing in the 
appraisal. The appraiser will attempt to match his appraisal to 
the amount of the loan desired by the buyer if the asking price 
is near (within 5%} the market value of the home. However, dif-
ferent appraisers will not normally vary in appraised values by 
more than $500.00. · ' 
To get a VA appraisal, one can deal directly with the VA, 
but one must go through a lending agency to get an FHA appraisal. 
The conclusion is to get a VA and avoid possible repair 
cost. Then if you have to get an FHA later, it will only cost 
$15.00 to get the VA accepted~ and you still avoid the possible 
repair costs. The cost will nonnally be borne by the buyer if 
a realtor sells your house. 
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A termite inspection report is required by both VA and FHA 
and by any intelligent buyer. The flat rate for this service is 
$35,00, however, the companies which perform this service 
normally can ·find some extermination work required and their fee 
for this service averages an additional $65.00. These costs are 
incurred by the seller in most cases. It is therefore advisable 
to have the previous inspector make the required inspection 
since he will tend to consider his former work on the house and 
probably find fewer {if any) faults in the pest control job. 
You can find his identification from your lender. This cost is 
the same whether the individual or the realtor sells the home. 
The primary service not already mentioned is that of a 
surveyor. The common practice in California is for the seller 
to purchase 11extended11 title insurance which includes title 
insurance protection of "correct survey lines" and other 11physical 
aspects II of the property not covered by the II standard" po 1 icy 
of title insurance of the California Land Title Association. 
Thus, generally a· surveyor is not necessary for real estate 
dealings in California. 
What does a seller competing with a realtor need to know 
about financing? First of all, the seller should know what 
types of financing are available and where to go to have the 
papen-Jerk processed. A title company can give you recommenda-
tions, and most banks, savings and loans, mortgage companies, 
and investment companies can help the seller to help the buyer. 
The seller can get conmitments for a loan for up to sixty days 
on his home, provided a qualified buyer shows up to buy the home. 
To obtain the commitment, one has to have an appraisal on his 
home. This is proof of value, and by already having this, a 
prospective buyer can be assured he is not paying more than neces-
sary. Plus, this will save time in making a sale since a Veterans 
Administration approval can take six weeks or longer. 
The type of financing arranged is based completely upon the 
positions of the buyer and the seller. There are rigid qualifi-
cations placed on the buyer for most types of new financing. A 
seller should always obtain a credit check on the buyer if sell-
ing his home, and if a realtor sells your home, it costs the 
buyer $10.00. Following are some examples of available financing 
and the costs to the seller. These are not all the methods, but 
are the most popular, depending upon the qualification of the 
buyer. 
If one wants cash for his home, there are three FHA loans 
and one VA loan available in which very little down payment is 
required of the buyer. The FHA and VA do not really grant the 
loan, but insure a loan from a lending agency at a regulatory 
rate. Currently, the interest rates are set at 8 1/2 percent. 
A VA loan costs the buyer no down payment, subject to the 
lender•s approval, and is good for a maximum of $30,000 for a 
three year period. 
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The three FHA loans are as follows: 
STANDARD FHA LOAN 
(Section 203b) 
FHA will lend to a qualified borrower: 
97% of first $15,000 of FHA Appraised Value 
90% of next $5,000 
80% of remainder -- Maximum FHA Loan is $30,000 
FHA COLD WAR LOAN 
(Section 203-Vet) 
FHA will lend to a qualified borrower (with minimum 90 days 
active military duty): 
100% of first $15,000 of FHA Appraised Value 
90% of next $5,000 
85% of remainder -- Maximum of $30,000 




FHA will lend to qualified borrower (currently on active 
duty with minimum of 2 years prior service.) 
97% of first $15,000 of FHA Appraised Value 
90% of next $5,000 
85% of remainder -- Maximum is $30,000 
Buyer does not pay 1/2% of FHA Mortgage Insurance Premium 
as long as he remains on active duty. 
These are not the best methods for the seller because of a 
tool the lending agents have called "points". Points increase 
the interest rate without raising the face amount of a note. The 
interest rate yield is increased by selling the note at less than 
its par value. Points exist because of the interest rates set by 
the VA and FHA. People are not willing to lend money at 7 1/2% 
when they can 'buy 8 1/2% government bonds and get a better return 
on their money. In order then for lenders to make their money 
available in the housing market, they must do much better than 
the government allows on the VA or FHA loans. So, to get a 
greater net yield, points are charged to the seller. One point 
is one percent, and the current rate is 6 points on the selling 
price. These points vary from day to day. Six percent of a 
$20,000 home is $1200. In other words, it would cost a seller 
$1200 to sell his $20,000 house to someone buying on a VA or FHA 
loan. This is equal, currently, to the maximum commission a 
real estate agent would get'for selling a home. Hence, it would 
cost this seller $2400 to sell hi~ $20,000 house. On a $30,000 
home, it will cost the seller $3,600 to sell his home on a Govern-
ment Insured Loan through a realtor at maximum commission. 
The other most popular type of new financing is a conventional 
loan. This is not government insured. This loan is available 
from banks, savings and loans, and other lending institutions. 
The borrower will only receive 80% of the appraised value of the 
home. The other 20% must come from a down payment, or a second 
mortgage with at least 10% d<Mn payment. The current conventional 
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rate at most banks is 9 1/4% on a thirty-year loan. Again, this 
is more advantageous to the seller because there are no points 
involved. However, a buyer has to come up with a heavy down 
payment in some cases. 
The most attractive financing from a buyer's standpoint 
could be the assumption of new' financing. 
The question of whether a particular place is to be 
bought or sold with the buyer assuming the existing 
financing or acquiring new financing will depend on 
the amount of down payment required under each, the 
remaining years of payment, the rate of interest on 
the old and new mortgage, the difference in closing 
costs, the qualifications of the buyer to obtain new 
financing, and on other factors.Jg_ 
Under the assumption method of financing, the seller should 
get his equity in the house as a down payment. Hence, the buyer 
pays the difference between the selling price and the balance 
due on the existing loan. Since the seller is still liable to 
the lender, he should ensure he gets a good down payment so that 
the buyer will have enough money in the house to prevent him 
from running out, resulting in foreclosure. 
Advantages under an assumption are: aJ The seller does not 
have to pay a prepayment penalty for early payment of a loan. 
b} Buyer and seller do not have to pay loan-placement fees 
(points), depending upon the type of loan. cJ Closing costs 
can be avoided, such as surveys, title insurance, and credit 
reports. Also, the buyer will not have to meet certain require-
ments imposed by the VA or FHA. 
One further method of financing will be mentioned thoroughly, 
because it has great advantages to the seller and buyer. This is 
the All Inclusive Deed of Trust. The buyer is actually making 
the loan, although no money passes hands except the down payment. 
11It can be used only when there is no acceleration or any other 
alienation clause in any of the notes or Trust Deeds which are 
to remain on the subject property. 11/3 It would be desirable to 
use during the following situations:-
111. When there is a Locked-In Loan on the subject 
property. 
2. When the seller is anxious to sell, but has a 
poor-risk buyer with a small do~n payment who 
is willing to purchase the property. 
3. Where you have an overprjced property, where 
the seller is firm as to the price, but not as 
to the terms of sale. 
/f. Faulkner, Norman A. Advice on the Purchase and Sale of 
a Home. JAG Revised ed. Washington, D.C.: Government Printing 
Office, January-February, 1965, p. 7. 
/1 Realty Blue Book (1968), p. 230. 
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4. Where the seller does not want to lose the 
benefit of his present low-interest loans, 
but is still anxious to sell, thereby re-
taining the use of funds already provided 
by the present financing. 
5. Where there is little time available to shop 
for loans, and/or little likelihood of the 
new buyer qualifying for same. 
6. When there is insufficient cash down payment 
offered and the seller must carry back a 
large purchase money trust deed. /i 
Advantages to the seller are: 
"l. Retains the good terms of the present financing, 
should it become necessary to repossess the 
subject property at some future date. 
2. Probably is the only way of disposing of a 
property which has a locked-in loan against it, 
without being forced to negotiate with the same 
lender for additional funds, or for loan assump-
tions. 
· 3. Can get a much higher 11effective interest" on 
the true value of the All Inclusive Trust Deed. 
This effective interest may even exceed 10% 
without being clasiified as usurious. 
4. Can cash out the All Inclusive Trust Deed at a 
lower discount rate than a similar purchase 
money trust deed because of the higher effective 
rate of interest generated. 
5. Can get a higher price for the property because 
he can afford to give better terms on the balance 
(apparent terms). 
6. Better for the seller than a Contract of Sale, 
because property may be repossessed by Trustee 
sale, while a Contract sometimes requires a court 
judgement in order to be cancelled. 11/5 
A seller could poi nt out the following advantages to the buyer. 
The buyer: 
111 . Can acqui re a much 1 arger property for the same 
down payment. 
2. Can now purchase property for which he normally 
could not qualify were it necessary to apply for 
new financing. 
I! Ibid. 
/§_ Realty Blue Book (1968). 
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3. Can generate greater tax benefits through 
adjustment of price and terms. 
4. Saves cost of new loan appraisal fees, new 
loan points, and loan escrow fees. 
5. Saves time required to make application for, 
or shop for new loans. 
6. Can tailor the cash spendable return to suit 
his needs more easily. 
7. Gets title to the subject property with an 
Owner's Policy of Title Insurance, while with 
a Contract of Sales, he would not . 
8. Can afford to overpay for the property, by 
adjusting the terms of the All Inclusive 
Trust Deed to compensate for the overpayment. 
9. Is responsible for only one lo~n payment, rather 
than two or more. 11/§_ 
There are certain precautions for the protection of both 
buyer and seller, and as a result, one probably should use a 
lawyer if using this method of sale. Title companies say that 
they can handle this at the same price of the simple transactions. 
The following example will illustrate why this method can 
be very profitable to the seller. 
Suppose the seller purchased a house for $22,000. About a 
year later, he wants to sell for $24,500. The seller got his 
loan at 7 1/2%. The best the buyer can get is 9 1/4% on a 
conventional, but is not qualified for VA, FHA or an assumption 
of the seller's loan. The seller could get $500.00 down leaving 
a $24,000 balance and loan that to the buyer at 9%, giving him 
a better deal than a bank or savings and loan. After a year of 
payments, the seller is still paying 7 1/2% on $21,500 (approxi-
mately). For the first year after the sale to the buyer, the 
seller would pay $1612.50 on his loan at 7 1/2% and the buyer 
would pay the seller $2160 interest for that year. This is about 
a $547.50 profit for the seller on $2,500 (the difference of 
his buying and selling price), and this is better than 20% return. 
This is a pretty good investment. 
As can be seen from above, it will help a seller compete 
with a realtor if he knows what is available in the way of 
financing for a prospective buyer. What are the costs to the 
seller, explicitly? They vary from paying points at 6% to 
nothing for an assumption of a loan, to possible lawyer's fees 
for an all inclusive deed of tru~t (usually 1% of the selling 
price). Implicit costs are time spent in finding out which 
method is the best for the seller. One can obtain this infonna-
tion from almost any lending agent or realtor for free in one or 
two hours, as the methods of sale apply whether or not one sells 
his own home as opposed to using an agent. 
/6 Realty Blue Book (1968). 
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Besides being familiar with the different ways of financing, 
the seller can get a commitment from a lending agent for a loan 
once he has an appraisal approved by the VA or FHA. Getting a 
VA commitment and two savings and loan corrmitments will save the 
buyer a lot of time and prove to him the value of your home. 
One could also get a comnitment from a bank, but as mentioned 
above, the tenns are not as good because of a high down payment 
requirement. 
Also, by showing a prospective buyer how the two of you can 
conduct the transaction, you can show him how he might save when 
it comes time for him to sell the house. 
Examples of buyer's and seller's costs for differently 
priced homes is shown for VA and FHA loans as an appendix. Note 
that the seller pays less by not using these methods by the 
amount equal to the sum of the commission plus the loan discount 
(points}. 
If a home owner has ~ccupied his house for only a brief 
period (less than 2 1/2 years) he may consider renting his home 
versus selling it when he leaves. The tax considerations of 
these alternatives are discussed here to provide a prospective 
seller with some of the financial aspects of the rental alterna-
tive. 
The major tax deductions available to a rentor are depre-
ciation, repairs made to the property, management expenses, and 
all insurance payments made on the house. A fifth, possibly 
major deduction is that of traveling expenses required for look-
ing aft~r property. 
Depreciation on a home is normally based on a 40-year life 
and may be computed using straight line, double declining balance, 
sum of years-digits, or the 150% declining balance method. 
Double declining balance method will allow the largest deduction 
but it must be recognized that, if the home is later sold, the 
gain on the sale must be computed using the depreciated value 
of the house which will create a large capital gains tax even if 
the home is sold for a price less than or equal to the purchase 
price./7 
Although repairs made to a home which the owner occupies 
are not deductible, the repairs required on a rented home are 
deductible by the owner. Since' these repairs are usually con-
tracted for by the person renting the home, they are often more 
expensive than if the owner were there to do them himself. It 
is therefore important for a rentor to keep records of all such 
expenses to take advantage of this deduction. 
All fire, liability, and plate glass insurance premiums 
paid for a given year are deductible from federal and state in-
come taxes as well. Note, however, that if some insurance is 
paid in advance, only premiums paid for the current year's in-
surance are deductible. 
/7 Depreciation expense is essentially the theoretical 
reduction in the value of the home due to the passage of time 
(i.e., a wear and tear expense). The methods of computing de-
preciation mentioned above are explained in detail in most 
accounting or income tax reference material. 
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In general, the above deductions coupled with the deduction 
available for interest payments on the home loan will approxi-
mately offset the rental income of the owner. The major tax 
advantage of renting is, then, that rental income can be used to 
pay loan payments, insurance, and supplement the owner's income 
at a negligible tax cost. 
Overpricing stops buyers from enthusiastically 
considering a home. No matter how much is spent 
on advertising and how much work is done, an 
overpriced home will not sell ... When a home 
remains unsold too long, interest stops because 
potential buyers fear something fundamental is 
wrong with the home or neighborhood./!!_ 
It is difficult for a buyer to know values of homes if he is 
new to an area but the seller can, by observing prices obtained 
for similar houses in his area, decide on a realistic asking 
price for his home. Local real estate brokers (realtors) have, 
or can easily obtain, a quarterly report of all houses sold 
through realtors, that were listed on multiple listings. This 
information would be an excellent pricing guide. In general, 
· a house should be priced within five percent of its market value. 
Advertising costs are only incurred if the home is not sold 
through a realtor. The most common and probably most effective 
means of advertising individually is in the classified section 
of the newspaper. The Monterey Peninsula Herald charges a mini-
mum of $2.70 per day for 15 words or less for a new ad each day 
(this keeps the ad in the "New Today" section of classified 
ads). Three day, six day, nine day, and monthly rates are also 
available, the monthly rate for 15 words or less being $14.25. 
Since most prospective buyers go house hunting on Saturday and 
Sunday afternoons, an ad in the 11New Today" section of the Fri day 
and weekend editions of the Herald is reconmended. 
According to the January, 1970 edition of "ANCAM Exchanges", 
there are some important things to consider in a newspaper ad. 
Of a group of home buyers surveyed in the Los Ange1es area, the 
characteristics of the ad considered most effective were state-
ments of price and location descriptions - particularly how to 
get there. Other drawing cards included pictures of homes, 
listing of special features included in the home, and descriptive, 
attractive, good taste ads. There were also some criticisms 
registered against ads which included: descriptions make homes 
seem more elaborate and spacious than they are; untruthful or 
misleading; and extra costs. 
The newspaper is not, howev~r, the only way to advertise. 
Housing referral offices at military bases and bulletin boards 
at local stores and military bases are also effective advertising 
/8 National Institute of Real Estate Brokers of the National 
Association of Real Estate Boards, Holding Price versus Selling 
Price, 1967, pp. 2 and 3. 
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media. A bu11etin board does provide the facility for including 
a picture of the home. This is an important consideration and 
well worth the expense of photogrphy. 
"Closing a deal" is a relatively simple procedure and is 
handled readily by a title company. 
An escrow is an arrangement whereby the parties to a 
transaction (such as a sale or ·rell estate) deliver 
to a third and neutral party known as an escrow 
agent (holder or clerk) certain documents and funds 
pertaining to the transaction along with written 
instructions to the escrow agent to make an exchange 
of the papers and money after certain conditions 
have been met or acts performed./9 
The closing of escrow and execution of all necessary papers in 
uncomplicated real estate transactfons can be handled at the 
title company without the aid of a realtor. The escrow clerk 
at the title company will, after payment by the seller of a fifty 
dollar cancellation fee which will not be refunded, prepare 
instructions for the buyer and seller which will specify the 
purchase price of the property, agreements as to mortgage and 
tax payments, the nature of the documents to be signed by the 
parties, date of transfer of possession of the property, and 
other items covering the mutual agreements between the buyer and 
seller as to the conditions of the sale. When the buyer and 
seller sign these instructions, they constitute an escrow agree-
ment. The escrow is then ready for closing. 
Closing escrow consists of the escrow agent delivering the 
title to the property and title insurance to the buyer and a 
check for the .purchase price less any deductions to the seller. 
The cost of the title insurance is based on the selling price of 
the home, and whether the policy is 11standard 11 or 11extended11 • 
For a $20,000 home the fee is presently $190.00 for extended 
coverage and $250.00 for a $30,000 home. (These figures include 
the $50 cancellation fee.) This insurance assures the buyer 
that he has obtained clear title to the property in question so 
that, should the title fail to be valid, the title company 
assumes the l i ability, not the former owner. 
Although escrow is not required by law, it is good policy 
to escrow deals since t his process legally protects both the 
buyer and se 11 er. The es crow cos ts are of course in addition to 
realtor fees, not incl uded in real estate broker fees. 
Finally, one should endeavor to find out all the reasons it 
would be nice for someone to buy his particu l ar home. These 
might include the location and quality of schools, shopping 
centers, libraries, commissary, exchanges, parks, availability 
of transportat ion, and general standard of living of people in 
his location. Another factor might be the crime rate in one 
location versus another . A seller can influence his prospective 
/9 Anthony, Phil E., The Real Estate Examination Prep Book, 
26th ed. (Los Angeles: Anthony Schools, 1969), p. Hl. 
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buyers a great deal by knowing this type of information. Close-
ness to beaches or swimming pools, civic clubs and social activi-
ties in the area would also be good selling points. All of this 
information is easy to find, and would probably be already known 
just as a result of living in an area for a period of time. 
In conclusion, all of the aforementioned costs, with the 
exception of advertising, are all incurred whether selling 
through a real estate broker or not. The only explicit (dollar) 
cost of selling your house yourself versus through a realtor is, 
then, the advertising cost. But this is only the beginning. 
The implicit costs incurred may be sufficient to offset the six 
percent broker fee incurred when obtaining the services of a 
realtor. (Remember, however, that six percent on a $25,000 home 
is $1500.) . 
For his fee, the realtor provides important salesmanship 
benefits. He acts as a middle-man in dealings with a prospective 
buyer and can more easily 11keep a deal working" through his 
familiarity with such things as Receipts, Options to Buy, Offers 
to Buy, or the Addendum to Sales Contract forms through which 
the buyer will commit himself to some terms usually less than 
what the seller desires but at least he will be making an offer. 
(The forms can be obtained from a title company.) A realtor also 
bridges any 11credibility gap11 which may exist between a buyer 
and seller. Through the mere fact that the broker is a licensed 
real estate agent, a buyer will assume that he can recognize 
fair market values and that his reputation will not allow him 
to engage in the sale of an overpriced home. A third and 
critically important factor to consider is 11harassment11 • If a 
seller is selling his home himself, he may be subjected to 
·numerous phone cal ls each day /1.Q. and to house hunters who have 
no intention of purchasing a home. A broker can sort these 
individuals out and show the home only to potential buyers. 
In addition, it is a broker's job to know which valuable 
assets of a home to point out, how to arrange financing, and in 
general to know the explicit costs of buying and selling a home 
mentioned in this paper. 
The only disadvantage (possibly) to employing a realtor's 
assistance is that since he is anxious to earn his commission, 
he may lead an owner to believe that he can sell a house for a 
higher price than the owner thought possible in order to get 
the owner's business, then try to talk the owner into selling 
at a lower price. It is important for an owner to know approxi-
mately the value of his home, even if he decides to work through 
a realtor, to avoid this kind of situation. 
The results of a survey of 547 military officers at the 
Naval Postgraduate School' are summarized here and presented in 
detail as Figure l. Sixteen hundred questionnaires were dis-
tributed so that in the sample of 547 returned, it is possible 
that a disproportionate nunber of favorable responses were re-
ceived. At any rate, of the 547 officers responding, 179 had 
/10 Of sellers contacted prior to the writing of this paper, 
each received an average of three calls per day. 
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sold a home before. Of this 179, 73% had tried to sell a home 
themselves before and of that 73%, 73% were successful. In other 
words, almost 3/4 of those who tried to sell a home they owned 
were successful. All but about 16 who tried will try again. 
The chief reason for failing to sell a home was insufficient 
time. Due to the nature of the questionnaire it is possible 
that those officers did not start early enough or that they re-
ceived unexpected orders or that they just felt they did not 
spend sufficient time actively selling their home. Of the 95 
successful sellers, 85 thought that they made more money than 
they would have made through a realtor. 
In addition to the survey above, several individuals who 
were presently selling their homes in the Monterey Bay area were 
contacted by phone. These residents had had their homes for 
sale for approximately one week and had received an average of 
eight phone calls and two visitors. Each had been contacted by 
a real estate broker who was attempting to get the seller ' s 
business. Each had a potential buyer but no sale as yet. Their 
methods of advertising included a For Sale By Owner sign in the 
front of their home, while some used newspaper ads. Others 
simply placed 3 X 5 cards at strategic locations. 
It is felt that, armed with the knowledge contained in this 
paper and allowing approximately five months lead time, a home-
owner can sell his house himself, at a lower cost to himself 
than he would incur through a realtor. An important cost to 
him is, however,the possibility that if he is unsuccessful, he 
may be forced to deal thorugh a realtor. Though the asking 
price may have been minimal, the seller would be ill-advised to 
raise the asking price to cover the broker's fee thus eliminating 
former prospective buyers. If renting is not feasible, the 
broker's fee will not be recovered by the seller and will be a 
great loss to the selle r who had not considered the possibility 
when he first put his home on the market. 
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Please ftll out this questionnaire and drop ft in the 
"Housing Survey Box11 in the SMC. 
I/ Have you ever sold a home you owned? Yes 179 
A) Did you try to sell it yourself 
{vs. working through a realtor}? Yes 131 
1) Were you successful? Yes ....21 
a) If you were unsuccessful 
check the most appropriate 
reasons. 
Insufficient Time ..J1. 
Overpriced _3 
Bad Location _1 
Buyer's Market _8 
Poor Condition of 
Home _o 
Wrong Season .JJ... 
Ins uf f i ci ent 
Advertisement _4 





Cltedibili.:ty on 1 ndiviauai. v.s • ReaUcJL - 2 
b) Do .vou feel that you made 
more money selling your 
house yourself? Yes J.2.. No 10 
B) If you have to sell another house, 
will you sell it yourself? Non Owne.Jr..6 Yes 14 No ...li 
Succ.e..s.s nttl Sell. 82 7 
Un.suc.c.e..s.s nul Sell. 28 -7 
II) Comnents Th.Jw. Re.ali:olt6 16 21 
LT. P.R. FLETCHER 








FHA - In Service 
SALESMEN'S WORKSHEET 
Property _________________________ _ 
Sales Price $25 250.00 . _ ___,_..:..::....L.:.:C..;;....:...;:..:.... __________________ _ 
Existing Loan. ________ _ 
Down Payment $1,250.00 
SELLERS COSTS 
(Approximately) 
Loan Pay Off Principal ____ _ 
Interest -----
Co11111ission $ 1 515.00 ---~:....i..::.....:...;...~-----
Titl e Insurance Premium $ 241.00 
Revenue Stamps __ ----=$----_2...;.8...;.._0_5 __ _ 
Trustees Fees $ 10.00 -----=----~...;.... __ 




Loan V-Ui c. { 5%) $1,200.00 
TvrmUe. Repou $ 35.00 
Total Costs $3 031.05 ___ ......;.. .......... ...;...;...;..a.... __ 
Sal es Price -----------
Less Costs ----------
Less Loan to Buyer ______ _ 
NET TO SELLER _______ _ 
New Loan $24 000.00 -----'---.L..-"""'-'-------
Loan Payments $ 230.00 
BUYERS COSTS 
(Approximately) 
Loan Fee $ 240.00 ----'-~..;..;;...;-------
ATA Policy Fee$ 38.20 
Credit Report $ 1 o. 00 
Tax Servi ce. _ __,_$_....,;;1..:;5..:.. o= ;oa,__ __ _ 
Title Insurance Premium - 0 - -
Termite Report _____ -_o;:._-_ 
Recording, __ ___._$ _ _;_4•:....;o...;;.o ___ _ 
Fi re Insurance Premium $ 66. 00 
Insurance Reserve $ 11.00 
Mortgage Insurance Reserve - O -




Interest on New Loan-J5 day~ 
$ 85.00 
. Apptta.l6ai. Fee $ 35. 00 
Total Closing Costs$ 722.35 
Down Payment ____ ....,$...;..7_._."'-'25;..;;o...;;. • ..;; o_o_ 
TOTAL CASH TO CLOSE $1,972.55 
25 
VA 
SALESMEN 1 .5 \-IORKSHEET 
Property _________________________ _ 
Sa 1 es Pri ce _ __._$ __ 14.....,, ... 0""""0.;..0 _,  O"""O __________________ _ 
Existing Loan ----------
Down Payment ----------
SELLE RS COSTS 
{Approximately) 
Loan Pay Off Principal -----
Interest -----
Commission $ 840.00 
Title Insurance Premium $ 177 .00 
Revenue Stamps $ 15.40 
Trustees Fees 10.00 




Loan Vi1>c (5%) $ 770.00 
Telunih Repqat ~ 35 .00 
Total Costs __ ..;,;$_7...,,..,.8:.;a..4.,_9 • .__4 ..... 0 __ _ 
Sales Price _________ _ 
Less Costs ----------
Less Loan to Buyer ______ _ 
NET TO SELLER ________ _ 
Ne:-1 Loan __ _.;.$...:....7 4.. .. •t...:;0--'-0..:....0 ;..;;0- '-0 __ _ 
Loan Payments $ 132. 00 
BUYERS COSTS 
(Approximately) 
Loan Fee $ 140.00 
ATA Policy Fee $ 29.10 
Credit Report $ 10.00 
Tax Service $ 15.00 
Title Insurance Premium - 0 -
Termite Report - 0 --------
Recording __ ___,;.$ __ 6_.4_0 __ _ 
Fire Insurance Premium $ 30.00 
Insurance Reserve $ 5.0Q 
Mortgage Insurance Reserve - 0 -




7 5 day.& 
Interest on New Loan $ 49.58 
_AppJU.Uoal Fee 
VA Funding Fee. 
17/2 06 7%1 
$ 30. 00 
$ 70.00 
Total Closing Costs$ 504,92 
Down Payment -------
TOTAL CASH TO CLOSE -----
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The a.u.,tholt.6 JLepollX. JLU u..U.6 o 6 a. 
c.ompany .ti:t.u.dy 06 an e.xc.e.U.e.nt on-mec.haJ'Llzed 
MIS, U.6.lng ci..o.A.6.lc. oJLgaJ'LlzCLtlon paJt.amdelt.6 . 
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LCDR, CEC, USN; B.S. 1961 from Valparaiso 
University; are candidates for M.S. in Manage-
ment. 
Term paper submitted to Mr. Smith, 
Management Infonnation Systems, MN 4181. 
I· Q~J.~SHY~ 
The concept of a Management Information System (MIS) has 
defied numerous attempts to present an objecti've definition. In 
terms of generalized concepts, the definition presented by 
Mr. Bertram A. Col6ert states: 
A management infonnati.on system is an organized 
method of providi"ng each manager with al 1 the 
data and only those data which he needs for de-
cision, when he needs them, and in a fonn which 
aids his understanding and stimulates his action. 
/l 
The objective of this term paper is analyze a management infonna-
tion system within an existing organization - the Wedron Silica 
Company Sand Plant in Pacific Grove, California. 
The first major section of this paper addresses the develop-
ment of a model of the company as it actually exists . First, the 
formal organization ts defined and shown in its rigid structure 
with the positions as named. The informal organization is also 
shown and its significance to the model is discussed. The envi-
ronmental factors which influence the business process are iden-
tified and the interplay between the company and its environment 
is noted. In order to show how the company operatjons are con-
trolled and influenced, a communications network is presented in 
its relationship to the informal organization structure . The 
final element of the model is a schematic diagram of the produc-
tion process as related to the environment and the fonnal organi-
zation . 
/1 Colbert, Bertram A., 11Pathway to Profit: The Management 
Information System", Management Services, Vol. 4, No. 5, Sept-
Oct 1967, p. 16. 
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In order to conduct a comparison of the existing organiza-
ti:on with a standard case, the prtnciple of a conceptual model 
is introduced as the second major section of thts paper. The 
identtfi'catton of the independent primary operati'ons is presented 
in relatton to the f>asic mission and goals of the organizaUon. 
Various sub-operations are identified under each primary catagory 
to provtde a more concise delineation of each primary operation 
and the boundaries withtn which each operation can function. 
Next, the spectrum of managerial actions which can be implemented 
to govern or regulate performance is identified in the context of 
each primary operation. The last parameter of the conceptual 
model ts the result which is precipitated by the managerial 
action. This result is the regulatory element which interacts 
with the nonnal functional routine of the model to adjust the 
performance as desired. The framework of this model thus identifies 
the relevant information required by the manager in making the 
actions or decisions to control al l operations. 
The third section of this paper provides a comparison of 
the physical model and the conceptual model. The constraints of 
particular operations are suT1111arized to present an analysis of 
the management information system as developed in both of the 
models. 
II. ~~~~9!:2~~~-~n~-!~!Q!:l 
Sand mining for conmercial purposes was initially conducted 
in the Del Monte Forest area by the Pacific Improvements Company, 
a subsidiary of the Southern Paciftc Rai'lroad. In 1919, the Del 
Monte Properties Corporation was formed with headquarters in 
Pebble Beach, California, and the sand mining area was purchased 
by the new corporation. Sand mining and processing continued 
under the Del Monte Corporation, and the pl ant slowly changed 
and expanded unti l the present day facilities evolved. The sand, 
as initially mined, is approximately one-half silica and one-
half feldspar which makes it a highly desirable raw material 
for glass and ceramic manufacturers. Until 1956, the Pacific 
Grove plant was the major source for this material in the Pacific 
Northwest; but, at that time the Del Monte Properties Corporation 
developed a new source of material and a new pl ant in E1T1Tiett, 
Idaho, In 1969, the Del Monte Properties Corporation purchased 
the Wedron Silica Company, headquartered in Chicago, Illinois and 
with three co1T1Tiercial sand plants located in Illinois, Tennessee, 
and Texas. At that time, the three original Wedron plants and 
the Pacific Grove and E1T1Tiett plants were placed for operation 
and control under the Wedron Silica Company, now a wholly owned 




A. The Fonnal Organization 
The fonnal organization of the Pacific Grove Sand Plant, 
shown in Appendix A, is a typically rigid organization with 
strong emphasis on the vertical chain of comnand and on vertical 
comnunications between superiors and subordinates. At the top 
of the organization is the West Coast Manager who is responsible 
for both the Emmett and the Pacific Grove plants. He has two 
staff managers under him - the sales manager and the staff 
engineer - as well as two plant operations managers - one at 
Emmett Plant and one at the Pacific Grove Plant. In this paper 
attention will be given only to the organization of the Pacific 
Grove Plant. 
There are six departments under the Operations Manager -
l) Laboratory, 2) Plant Maintenance, 3) Mining, 4) Day, 
Swing, and.Third Shifts (all concerned with processing the 
product), 5) Loading, and 6) Office. Both the Laboratory, 
with its one assayer, and the Office, with its one secretary, 
are staff departments under the Operations Manager while the 
other four are line departments directly involved with produc-
tion. There do not appear to be any unique relationships within 
this fonnal organization. 
B. The Infonnal Organization 
The informal organization and its relationship to the fonnal 
organization can also be seen in Appendix A. The positions are 
portrayed as in the fonnal organization; but, instead of show-
ing job titles and the vertical chain of co11111and, ames of the 
individuals who occupy the positions have been substituted. 
These names-have been connected by the infonnal lines of conmuni-
cation which run throughout the organization. The infonnal lines 
of conmunication, as shown, are primary ones that are utilized 
daily and portray close friendships. The authors realize that 
secondary and tertiary infonnal relationships exist; but, the 
primary ones are sufficient to show the horizontal and diagonal 
relationships which permeate the organization. 
Several things are immediately evident from this infonnal 
organization. First, no one fills the position of Day-Shift 
Foreman in the fonnal organization because, when the fonner 
Operations Manager passed away, the existing Day-Shift Foreman 
was promoted to fill that position. Currently, Mr. J. Garcia 
is "two-hatted" and is filling both positions. Second, there 
are no strong infonnal communications with P. Klapcheck because 
this office position is completely divorced from the rest of 
the organization except for business conmunications. In addition, 
this position is filled by the sole female employee of the sand 
plant and, any infonnal relationship that was established with 
her would probably be difficult to discover in a study of this 
type. The third and most important observation shows that, 
with few exceptions, by use of the existing horizontal and 
diagonal infonnal lines of comnunication, an individual can make 
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his influence felt at almost any point in the organization, 
certainly in any department and into the areas of management. 
This characteristic will normally exist in any organization, 
but it has been increased in the Pacific Grove Plant by the 
11two-hatted11 role of the Operations Manager. 
This informal organization plays a very strong role in the 
smooth operation of the plant. Since there are only a total of 
thirty-four persons, including the management, at the plant, 
the primary mode of comnunication is verbal, both for "fonnal 11 
and for "infonnal II comnunications. This makes the infonnal or-
ganization extremely important and sensitive, first, in control-
ling the production process by providing the means for fast 
horizontal distribution of information, and second, by acting as 
a sounding-board for new ideas and procedures, for voicing per-
sonal dislikes, and for determining the well-being of the organi-
zation as a whole. 
C. The Environment 
The environment in which the Pacific Grove Sand Plant 
operates is portrayed in Appendix B. It is readily apparent that 
the plant actively interplays with its environment and that the 
total environment covers a wide spectrum of activites. 
The Wedron Silica Company is responsible for the operations 
and control of the plant and, for this reason, provides the broad 
objectives which are twofold. First, given the raw materials 
made available by the Del Monte Properties Corporation, manufacture 
products in an efficient and effective manner which will satisfy 
customer demand and result in maximum profits for the company. 
Second, maintain and expand the production facilities in a manner 
which will satisfy both short-run and long-term customer demands 
while allowing the company to retain or increase its share of the 
market. 
In turn, the Pacific Grove Plant is accountable to its 
Wedron superiors for achieving the aforementioned objectives. 
The Wedron financial staff actually perfonns the cost accounting 
function for the plant; but, the plant management retains re-
sponsibility for effective and efficient operatfon. 
The property from which the raw materials are mined is owned 
by the Del Monte Properties Corporation. As disposal or fill 
areas for unusable material are required and new mining areas 
are needed, the plant requests fill areas and borrow pit loca-
tions from Wedron, who in turn provides the requested area 
designations. 
Intra-company servi ces, such as truck drivers, construction 
equipment, mobile equipment maintenance and forestry services 
are provided by the Del Monte Corporation when requested by the 
Sand Plant. This allows the corporation to maintain a service 
pool that is available to all organizations which are related 
to the Corporation and allows the Sand Plant to concern itself 
completely with production and normal plant maintenance, drawing 
on the service pool for required support. One of the services 
used almost continuously is that of truck drivers for hauling 
raw materials from the mining area to the processing plant. 
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Chemicals are utilized in the processing for separating the 
components of the raw material and arriving at one of three 
salable products: 1) Iron Float (a combination of silica and 
feldspar), 2} Pure Silica, or 3} Pure Feldspar. Sulfuric acid 
is ordered monthly and the amount ordered is detennined by 
measuring the on-hand stock. Hydroflouric acid is ordered and 
supplied at the rate of twelve drums per month. Chemicals are 
also required in the Laboratory and are ordered as needed. 
Equipment suppliers are important to the plant for the con-
struction equipment used in mining the raw matertal; pumps, 
motors, and conveyors for moving the material during processing; 
steel balls, used in the rod mill; alumina balls, used in grind-
ing; specialized processing equipment; and packaging and handling 
equipment. Most equipment is ordered and procured on an as-
needed basis; but, the alumina and steel balls are ordered in 
set amounts for a set period of time based on past usage. 
Interaction with the transportation industry is affected 
by ordering railroad cars and freight trucks to haul and deliver 
the products to the customers. A daily liaison is maintained. 
The Sales Office is located in San Francisco and provides 
service for both the Pacific Grove and the Emmett plants. It 
functions as the middle-man between the consumer and the produc-
ing plant. In co1T1T1unications with the customer, the primary 
job is to take orders for the product and insure followup through 
customer services. The secondary job is to function as the 
organization's watchdog with respect to the industry environment. 
Through frequent contact with consumers and producers of com-
plementary products as well as with producers of similar products 
in other parts of the country, the Sales Manager and his staff 
are able to keep the company well-infonned on industry-wide 
changes or developments. 
Federal, state, and local laws affect the plant in the fonn 
of labor laws, wage laws, on-the-job health standards laws, and 
pollution regulations. One rather unusual problem is caused by 
silica dust which is gnnerated during the silica grinding process. 
If breathed by the workers in the grinding area, the silica dust 
may result in silicosis. For this reason, state inspectors keep 
close tabs on the quality of the air in the grinding rooms. 
Again, some clay and other unusable materials are discharged 
with overflow water from the settling tank into Monterey Bay. 
Close analysis of this waste is maintained to ensure proper 
neutralization of the chemicals being discharged along with it 
in order to avoid water pollution. 
Public opinion is a much larger factor in the plant's en-
vironment than would initially be expected. This comes from 
conservationists and other interested groups concerned about 
which areas are used for sand mining and which areas are used 
for disposal of waste material. Snnce the mining, processing, 
and disposal all occur in one of the more scenic areas in the 
United States, public opinion is occasionally intense, adverse, 
and influential. 
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Utility companies are used to provide electricity, water, 
and natural gas to the plant. All three items are metered and 
patd for monthly. 
Last, but certainly not least, there is an interaction with 
labor unions that actually occurs at the Wedron headquarters. 
Although Appendix B does not show any interaction Between the 
labor union and the plant itself, its presence is certainly felt 
at the plant level . 
These services, influences, industries, and restrictions 
all combine to fonn the environment with which the management of 
this plant grapples daily in a dynamic effort to satisfy customer 
demand and achieve maximum profits for the company. 
D. Communications Networks 
The comnunications required to coordinate this dynamic 
effort are shown in Appendix C. The most oovious thing about 
them is that they are easily broken down into conmunications for 
support and for production. It is also apparent that all com-
munications, whether they are concerned with support or produc-
tion, revolve around the Production Manager. An active inter-
change between all parties involved i"s 6rought about by this 
two-way comnunication channel. 
To show how the production communication process works, a 
hypothetical order will be traced through the system, starting 
and ending with the consumer. Contact is made between the con-
sumer and the San Francisco sales office, and an order for a 
product is placed . This order contains infonnation on the type 
of product desired, the address to which it should be delivered, 
packaging and shipping instructions, and the date on whi"ch deliv-
ery is required . This information is relayed to the Operations 
Manager who aggregates the information from many orders and 
develops the total requirements for each product per week. On 
the basis of this, a production schedule is developed and passed 
to the Mining Department, the Day and Swi"ng Shift Foreman and 
the Loading Foreman. The Mining Department ensures that an 
adequate amount of raw material is available for processing. 
The Day and Swing Shift Foreman determine what production process 
is required and coordinate the set up with the Attrition, float, 
and Dryer Crews. All three shift foremen are informed of the 
grinding requirements, but the Third Shift Foreman is only con-
cerned with this single step in the process. As the processing 
crews provide the materials for loading, the Loading Foreman 
ensures that it is packaged and loaded on the vehicle which 
will deliver it on time to the desired location - the con-
sumer. 
While this production process and its required communica-
tions have been going on, a complex support communtcatfons net-
work, which is coordinated by the Operations Manager, has been 
active . The West Coast Manager works closely with him to ensure 
that the company objectives are always in the proper perspective. 
The secretary assists him in his coordinating function while the 
Staff Engineer and the Assayer provide 'fnformation and recolfJTlen-· 
dations concerning control . As feedback is received from the 
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processing foremen concerning maintenance requirements, informa-
tion is exchanged with the Plant Maintenance foreman, resulting 
in a timeta61e for repairs that is accepta61e to botft the pro-
duction and mai'ntenance crews. Meanwhile, tfte Operations Manager 
is also involved constantly wtth intra-company services, chemical 
suppliers, utility companies, transportation compantes, and 
equipment suppliers for coordination of these support activities 
with the production process and its current schedule. 
E. The Production Process 
The fonnal and infonnal organizations, environment, and 
conmunications networks all ultimately influences the production 
process. Appendix D schematically snows this process and its 
relationships to the environment and tfte i'nternal positions es-
tabli'shed by the plant's fonnal organization. Conmencement of 
the process is shown on sheet l of Appendix D. It starts with 
the use of constructi'on equipment to mine and haul the raw 
matertal from the Borrow pit to the processing plant. The trash 
(sticks, roots, large rocks, etc.) is removed, and the material 
goes into the wash cycle. No matter what end product is desired, 
all material passes through this wash cycle and into the product 
separation phase. Here the first decision 6ased on end-product 
desires, is made; either to produce tron Float (I.F.) or to 
produce pure silica and pure feldspar. ff I.F, is to be produced, 
the internal action point 11411 directs the material to the upper 
level of the schematic production process and it goes directly 
to the drain 6in (sheet 2 of Appendix D), is dried, and then 
goes into the Primary Gradation process. The Primary Gradation 
process supplies two coarse finished products, a portion of 
which i"s drawn off at this point and sold in either a bulk or 
packaged fonn. The remaining product is fed into the pebole 
mi'lls, where the material is ground into powder in the Grinding 
Process. Thi's powder is packaged and sold under the name of 
Silspar. 
If it is detennined at action point 11411 that the raw material 
should be broken down into its component parts of silica and 
feldspar, it i's sent thorugh tfle quartz/spar flotation cells ·, 
whi'ch separates the silica (quartz) and feldspar parUcles by 
a chemical process. These separated products then proceed to 
their respective drain bins and on into the dryers. Both the 
silica and the feldspar produced by the preceding process are 
always ground before selling; so, the dried material goes 
directly from the dryer to a pebble mill for grinding into powder. 
Both products are then packaged and ready for shipment to the 
consumer. 
It is easi"ly understood that a break in support communi_ca-
tions would quickly result in a stoppage of the production process. 
Concurrently, it is extremely important that everyone working in 
the plant be aware of the specific and product which is being 
produced at any point in ti'me. This importance ari'ses since the 
material Eieing processed can easily be misdirected into the wrong 
process, drain btn, or feed bfn, wfiich results either in a con-
taminated product or in the isolation of the material in a posi~ 
tion which makes completion of the processing impossible. 
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Thus, it is readily seen that producUon conmunications 
within the plant and support corrmunications between the plant 
and its environment must not 6e allowed to become disconnected 
at anytime, or the production process will soon cease to function 
effectively and efficiently. 
Iv. ~~Y~l2e~~~~-~f~~2u~~e!~el-~22~l/£ 
The use of a conceptual model appears to oe a relatively 
new technique in the development of infonnation systems. The 
basic premise of this method is to examine a company's i'dealized 
requirements for an information system i ndependent of the existing 
system./3 After gaining a general background in the nature of 
the sand-processing industry, the authors projected tfiemselves 
into an environment of developing a company "from the ground 
up. 0 This theoretical model was devel oped under the assumption 
that no constraints existed initially but became relevant as 
a result of the limitations on the answers to particular questions. 
During the development of the conceptual model, it became 
apparent to the authors that an exhaustive presentation of all 
operations, input/output media, sub-operations, managerial 
actions, and results would require a volumi nous report. There-
fore, the examples presented herewithin are selected from the 
area of the production process . The selection and specific 
itemization of a topic within a main area is illustrative of all 
other similar topics in that area . It is recognized that a com-
prehensive evaluation of the total management infonnation system 
of this conceptual model would require the analysis of each 
individual terminal branch of a "systems tree diagram." If each 
main area contained an equal number of sub-divisions as the sub-
sequent partial analysis illustrates, the total analysis would 
require the evaluation of 340 separate managerial action-result 
topics. 
A. Objectives and Goals 
The following major objectives and goals are identified as 
applicable to the conceptual model: 
a. Produce a high-quality, salable product in suf-
ficient quantity to provide a reasonable return 
on the capital investment. 
b. Develop a product market with a high degree of 
customer loyallty and with an increastng demand 
for the company's produ~t. 
/2 Miller, James C. , "Conceptual Models for Determining 
Information Requirements", Proceeding-Spring Joint Computer 
Conference, 1964. 
/3 Beged-Dev, Aharon G., 11An Overvtew of Management Science 
and Information Systems", Management Science, Vol. 13, No. 12, 
August 1967, p. B-827. 
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c. Establish a physical plant that will operate 
within the desired parameters of efficiency and 
that will provide a motivating work environment 
conducive to good employee relations. 
d. Establish the organization and management structure 
to effectively and efficiently plan, organize, 
direct, and control the company functions. 
e. Establish and maintain a position of leadership 
and growth within the industry. 
f. Control the plant production processes and the 
raw material procurement procedures to maintain 
the ecological balance of th~ environment at the 
plant location and the source of the raw material. 
These generalized goals thus provide the framework to construct 
the primary operations of the model. 
B. Primary Operations and Sub-operations 
The primary operations are considered to be those tasks 
which are essential to the functioning of the model. The general 
criterion to detennine the necessity of an operation is whether 
the conceptual company could continue to effectively function in 
the absence of a specific operation. The key operations are 
listed as follows: 
1. Obtain return on capital investment. 
2. Solicit orders. 
3. Schedule orders. 
4. Maintain customer satisfaction. 
5. Control product quality. 
6. Control plant production efficiency. 
7. Maintain plant equipment. 
8. Procure raw materials. 
9. Wash and screen. 
10. Chemical Processing. 
11. Drying. 
12. Grinding. 
13. Delivery to customers. 
14. Financial accounting. 
The interrelationship and operational dependency of each task 
is illustrated on the flow diagram of Appendix E. A tangible, 
unifying element of these primary operations is the input/output 
media which acts between the various operations. In addition to 
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the input/output media, each basic operation of this conceptual 
model can be described in a series of sub-operations. These 
sub-operations are, in essence, the detailed step-by-step 
procedure which i s followed in accomplishing the specific primary 
operation. An example of the sub-operations for two of the 
primary operations is illustrated as follows: 
7. Maintain Plant Equipment 
a. Maintain record of all equipment. 
b. Schedule preventive maintenance. 
c. Maintain spare parts stock. 
d. Perfonn emergency repairs. 
10. Chemical Processing 
a. Analysis of laboratory test on raw materials. 
b. Procurement of bulk chemicals. 
c. Mixing chemical solutions. 
d. Pre-wetting of raw material at a controlled 
moisture content . 
e . Separation of iron oxide material. 
f. Separation of quartz and feldspar products. 
g. Removal of each product. 
h. Wash and clean each sand product. 
i. Removal and disposal of iron oxide by-product. 
j . Addition of new chemical solutions. 
k. Neutralization of chemical wastes. 
These main areas of primary operations, input/output media, and 
sub-operations are the basic factors to develop the conceptual 
operations model. The next step is to identify the functions 
of an organization's conceptual management model which correlate 
to a specific operation . 
C. Managerial Actions 
A character i stic which is common to each primary operation 
is the ability of some level of the company organization to act 
on or control it. Herein lies one major portion of the company's 
management infonnation system - to identify all management 
actions and alternatives which are relevant to each operation . 
As an i l lustrative example, the two operations developed in the 
preceding section are further amplified with their supporting 
management action elements: 
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7. Maintain Plant Equipment 
a. Detennine amount of detatl on equipment records. 
b. Detennine frequency of PM check~. 
c. Determtne level of spare parts stocks -- optimum 
space and inventory cost. 
d. Establish low limit of spare parts for reordering 
process. 
e. Establish original premise of procurement policy --
optimum hours and level of expenditure. 
10. Chemical Processing 
a. Select type of chemicals to be used for optimum 
cost/benefit. 
b. Select optimum solution mixture. 
c. Select minimum strength level of adding new solutions. 
d. Establish high/low moisture content. 
e. Determine schedule of product mix between I. F., 
silica, feldspar. 
f. Detennine disposal of iron oxides. 
g. Determine disposal of chemical solution by-products. 
h. Establish high limit for chemical solution residual 
in product after wash cycle. 
A co11JT1on factor which is implied in each managerial action 
is the allocation of some particular resource. The identifica-
tion of this resource and the ability to quantify it, 6ecome 
the initial step in developing a cost/benefit criterion for the 
analysis of each managerial action. 
The next process of the conceptual management model is the 
identification of direct and indirect results which are pre-
cipitated by a particular managerial action. Each action affects 
a minimum of one direct result and in a majority of cases there 
are several direct and indirect results from a single action. 
If the analysis is projected to a further refinement, it is 
recognized that an interrelation can be conceived between re-
sults. This interrelationship has been omitted in the specific 
examples due to the complexity of an adequate illustration. 
Appendix F demonstrates the previous two managerial actions, the 
direct and indi"rect effects of each action, and their correspond-
ing results. It is noted that a particular result need not be 
caused by a single action but can have the direct or indirect 
effect of several actions responsible for its outcome. The de-
termination of the action-result relationships is the final 
process in the development of the total conceptual model. The 
quanttftcatfon of each result wtth respect to i'ts related mana-
gerial actfons is the second step of the cost/benefit criterion 
and leads to the identification of relevant information. 
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D. Identification of Relevant Infonnation 
The assimilation of the two quantified data factors: 1) 
the cost of each resource allocation and, 2) the benefit of 
each result, pennits the constructfon of a matrix to objectively 
measure the effect of particular decisions and can also suggest 
an optimum solution of actions and results. However, more directly 
related to the context of this paper, is the identification of 
relevant information upon which managertal decisions are made. 
Each result causes a particular set of events to occur. These 
events, in turn,compose the primary operations and sub-operations 
of the conceptual model. The ability to change and the degree 
of change these events cause in the control operations is the 
relevant infonnation desired by management. This cyclical 
process of ~operation-action-result-event-operation" is defined 
in both objective and subjective factors. The relative sensi-
ti Vity of these factors is identified in the "action-result" 
matrix which is the basic tool to determine the relevant infor-
mation required to control or adjust this complex set of rela-
tionships. 
v. ~2~e~ri;Q~_ef_~~~l~ 
Comparison of the physical model and the conceptual model 
indicates many co11111on areas which is remarkable in consideration 
of their diverse origins. The existing plant has developed 
through an evolution process which began in the early 19001 s. 
This development conmenced with the sale of an unprocessed raw 
material, expanded into a mechanical separation process and is 
now operating with a chemical separation process. This expan-
sion seems to have occurred in a piecemeal fashion as the market 
and technology developed. During this period of time, optimality 
of production was achieved through the desire for maximization 
of profit. 
The sand processing industry inherently possesses the unique 
economic position of being almost a pure monopoly due to the 
scarcity of an acceptable raw material. The Pacific Grove Sand 
Plant is supplied from one of two major developed sources of 
feldspar sand deposits in the Pacific Northwest. This source 
constraint, in turn, defines a major sales objective to sell 
the particular supply as available and not emphasize the develop-
ment of a demand market. This is extremely important as no 
method is presently known which can economically change the 
chemical composition of the raw material. 
The conceptual model is a useful tool for developing a new 
plant within the paramters of e~isting technology. The produc-
tion process, as defined through the action -- result relation-
ship, would probably lead to a highly automated facility and it 
is hypothesized that this facility would lead to lower costs, a 
higher rate of production and better control of product quality. 
It is noted that two primary operations developed in the con-
ceptual model: l) return on capital investment, and 2} finan-
cial accounting are not a specific part of the Pacific Grove 
Sand Plant. This situation results from the centralization of 
these particular functions at the Wedron Company and the Del 
Monte Corporation. 
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The managerial actions which were conceptualized as relevant 
to a specific operatton were easi"ly compared to the decision 
points identified during the interviews with the Operatfons 
Manager and Plant Engineer concerning the existing facility. It 
is noted that the conceptual model leads to excessive detai"l 
tn itemizing the various managerial acti'ons in its goal to 
consider all probable alternatives. The minute changes caused 
by many of these actions would make the actfons cost ineffective 
if applied to the real situation. The development of a cost/ 
benefit matrix derived from the various actton -- result rela-
tionships was considered beyond the scope of this paper. 
VI. ~~!!'!!~~ 
The management information system, which operates in the 
Pacific Grove Sand Plant, is based on the formal organization 
structure. However, the primary factor which contributes to 
the effective and efficient plant operation is the overriding 
emphasis of the informal organization. This complex maze of 
horizontal and diagonal lines of conmunication, mainly on a 
verbal basis, is the principal dissemination, control, and feed-
back device in the decision-making process. The development of 
the conceptual model provides a standard operating procedure 
which illustrates the analogous operations of the existing 
plant and detailed consideration of the environment also 
emphasized the numerous exterior factors which interact with a 
system. 
As a final note, the authors desire to express their appre-
ciation to Mr. Alfred Gawthrop, Chairman of the Board of 
Directors, Del Monte Properties Corporation; Mr. Don Tibbals, 
Manager, Western Operations, Wedron Sand Division; Mr. George 
Hellerich, Development Engineer; Mr. Henry Benech, Sales Manager; 
and Mr. Joe Garcia, Operations Manager, Pacific Grove Plant. 
The support and time provided by these men materially contributed 
to the success of this study. 
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The following book reviews were selected from among those presented 
in Resource Management for Defense.MN 3171, under Professor H. 
Lane, and are among those contained in the Naval War College•s 
selected list of recommended reading for officers. 
SOVIET PROGRESS V . AMERICAN E TERPRISE, Conmittee for Economic 
Development 
reviewed by D. A. Ritchhart 
This book was assembled upon request of many people who 
heard of or attended the Confidential Briefing Session held at 
the Fifteenth Anniversary Meeting of the Committee for Economic 
Development, in November of 1957. 
The theme of the meeting was "The Competitive Struggle 
between American Enterprise and Savi et Corrununi sm. 11 Each of the 
six chapters in the book represent a talk given by one of the 
six experts on U.S.-Soviet competition who addressed this subject. 
The theme of the meeting was given additional impetus by 
the launchings of Sputniks I and II during the preceding month. 
It was very interesting to note the extreme concern with the 
Soviet technological advances and the military threat they posed 
in contrast with current attitudes toward the Soviets. Today's 
average American citizen doesn't feel as "threatened" by the 
Soviets as he did during the fifties and early sixties. 
One purpose for reading this book is to compare predictions 
and attitudes of that time with the present. Interestingly 
enough, however, most of the problems of concern at that time 
are still in the forefront. For instance reorganization of The 
Department of Defense, disarmament, and the cost and method of 
weapons systems procurement were problems which were addressed 
at the meeting and they are all of utmost concern today as well. 
Except for a few topics, the date of the book could be changed 
to 1970 and few people would realize the difference . 
Clarence Randall, who was then a Special Assistant to 
President Eisenhower, presented the problem of getting private 
industry into partnership with government to meet the threat 
of Soviet economic penetration in remote parts of the world. 
Interestingly enough, the Overseas Private Investment Corpora-
tion was formulated in 1969 to encourage such cooperation. 
J. Sterling Livingston, Professor of Business Administra-
tion at Harvard, discussed the differences in U.S. and Soviet 
R&D and weapons systems procurement procedures. During his 
talk he expressed interest in the lengthy time involved in 
developing weapons systems, the military organization for 
weapons systems development and procurement, and procedures 
to better motivate government contractors . 
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. Opening remarks at the meeting were delivered by the, then 
Y1ce President, now President Nixon. He very accurately 
predicted that the launchings of Sputniks I and II would spur 
the US. on to great achievements in space and that we could 
certainly catch and exceed Soviets efforts in this area. 
I felt the book was very worthwhile in the light that it 
is often useful to compare the present, as it was foreseen at a 
time in the past, with the present as it really exists. Rather 
than this approach, we normally read about the past, present, 
or future as viewed from the present. 
AMERICAN STRATEGY IN THE NUCLEAR GE, by David W. Tarr 
reviewed by J. H. Pierce 
American Strategy in the Nuclear Age presents a survey of 
American foreign policy during the years 1945-1965. Mr. Tarr 
focuses specifically on the relationship betweem military power 
and foreign policy and does a magnificent job of placing military 
policy in its proper context as an integral part of foreign 
policy. He stresses also the relationship between domestic 
political considerations and international politics. 
Mr. Tarr discusses how the United States has faced all its 
major crises since 1945, beginning with the fall of China and 
continuing through the proliferation of nuclear weapons, the 
Cold War, the Berlin Blockade, the Korean War, the so-called 
Missile Gap, the Cuban Missile Crisis, and Vietnam. He sets 
forth some of the major elements of the American effort to 
establish a strategy fully responsive to world politics and 
gives a running account of the way in which changing world con-
ditions, crises, and military and political considerations hvve 
interacted to shape America's foreign policy over the years 
mentioned. This reviewer considers the book particularly 
valuable as a description and analysis of the salient aspects 
of our nuclear deterrence strategies. It is evident that the 
American approach to world politics has become significantly 
more sophisticated, but the problems encountered have also be-
come increasingly complex. We have progressed from a policy 
of containment to nuclear deterrence to massive retaliation to 
nuclear stalemate and finally, in terms of power, from bipolarity 
to mul tipolarity. 
American Strate~ in the NuFlear Age is an excellent 
reference for any reaer desiring a concise, clear history of 
the interactions of the forces that shaped America's foreign 
policy since World War II . 
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AMERICAN FOREIGN POLICY, Henry Kissinger 
reviewed by A. R. Davis 
An assemblage of three essays written by Dr. Kissinger 
while he was serving as a professor at Harvard specializing in 
foreign policy and affairs. 
The book as a whole tends to give the reader a better 
understanding and insight to the general structure and nature of 
both the American and international systems of foreign policy. 
But even more important is the fact that the author is 
currently the President's Special Assistant for National Security 
Affairs. This publication therefore allows for a brief analysis 
of the thought processes held by personnel within the highest 
level of our present government. 
The first section deals with "Domestic Structure and Foreign 
Policy". Written in 1966, it looks at the widely differing 
social and political systems in the world. By spotlighting the 
various administrative arrangements and the backgrounds of 
national leadership it outlines problems which their conflicting 
structures pose for international relations. 
The second section written in 1968, 11Central Issues of 
American Foreign Policy 11 stresses conceptual problems rather 
than specific policy issues. The author contends that the U.S. 
must determine, in light of the shift from a bi-polar military 
oriented world structure to a multi-polar politically oriented 
structure, just what kind of world order and structure she is in 
fact seeking. 
We must then establish a foreign policy which will not only 
bring this about but ensure that we remain an integral part of 
the new order. 
The third section, 11Vi et-Nam Negoti ati ans 11, was written in 
January 1969 and indicated how our tendency to lean on military 
vice political diplomacy has hurt our stated objectives. In 
this article he recognizes that we can not undo the past. but 
sets general guidelines as to what our future policies should 
be and what they are expected to accomplish. 
Within this essay he demonstrates how, unknowingly, con-
flicts can arise simply because of the contrasting social and 
political structures of the parties involved (i.e. U.S. -
pragmatic; Vietnamese-long range planning and patience). As 
such he deems it of utmost importance that our foreign affairs 
should be designed so as to be sensitive to these differences 
so that our overall policies might better be accomplished. 
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DR. HARRY P. HARTKEMEIER 
Dr. Harry P. Hartkemeier was born 
in Louisville, Ky., on May 23, 1904. 
He attended the University of Louisville 
where he majored in Economics and minored 
in Physics. He received the degree of 
Bachelor of Science in Economics in June, 
1927. After a year of graduate study at 
Harvard University he received the degree 
of Master of Arts in June, 1928. His 
major was in statistics under the direction 
of Professor Warren M. Persons. He was a 
graduate student at the University of 
Chicago where his research was under the 
direction of Professor Henry Schultz, and 
he received the Ph.D. degree in 1930. 
He was an Instructor in Economic 
Statistics at the University of Chicago 
1929-30. He was an Assistant Professor of 
Economics at the University of Missouri, 
1930-34, Associate Professor of Business 
Statistics, 1934-41, Professor of Statistics and Director of 
the Statistics Laboratory, 1941-59, and was on leave status to 
accept a Fulbright award from the U.S. Department of State to 
lecture on statistical analysis punch-card methods, and elec-
tronic computers at the College of Conmerce and Economics in 
Baghdad, Iraq, 1953-54. He travelled abroad for 13 months and 
lectured and studied the application of statistical methods 
and electronic computers in England, Scotland, France, Holland, 
Switzerland, Italy, Greece, Lebanon, Cyprus, Iraq, Gibraltar, 
and Canada. He was on leave in 1956 as Principal Research 
52 
Statistician of the National Safety Council, Chicago, Illinois, 
where he designed, organized, supervised, and carried to com-
pletion an extensive research project involving a large volume 
of computation and a 21-variable multiple correlation analysis 
of the factors affecting highway traffic accidents, and designed 
a 287-variable multiple correlation study to be made by the use 
of a large scale electronic computer. He was on leave in 1956-
57 as Engineer AA of the Data Reduction Analysis and Quality 
Control Section of the RCA Missile Test Project at the Patrick 
Air Force Base near Cape Canaveral, Florida, where he designed 
an entirely new method of using an electronic computer to 
synchronize the data read from ballistic camera plate records 
of missiles in flight and the data from the ground record of 
the telemetry recording equipment. 
He was on leave as Research Associate of the AnT1Y Trans-
portation Project at the Graduate School of Business of Stanford 
University, where in 1956 he devised a new method of using 
electronic computers to control the movement and rapid location 
of war material. 
In 1958-59 he was on leave as Staff Member, Sandia Corpora-
tion, Albuquerque, N. M., where he directed the development of 
an electronic computer program to analyze data on the performance 
of thermal batteries in the atomic bomb. 
For ten years, 1959-1969, he was Senior Staff Engineer of 
Advanced Software Development, Computation Center, Information 
Processing, Research and Development Division Lockheed Missiles 
and Space Company. 
He joined the faculty of the Department of Business Admin-
istration and Economics at the U.S. Naval Postgraduate School, 
f.Dnterey, California, in September 1970. He is a member of the 
American Statistical Association, the American Economic Associa-
tion, was a Charter Member of the Econometric Society, and Beta 
Ganvna Sigma. His biographical sketch appears in Who's Who in 
America American Men of Science, and Who's Who in the West. 
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Missouri, and raised in Fannington, 
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Notre Dame, Notre Dame, Indiana, where he 
majored in marketing, and minored in 
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in Business. During sunrner terms of 
undergraduate study he was employed by 
Utah Mining and Construction of San Francisco 
at the Navajo Mine, Fruitland, New Mexico. 
As an assistant engineer, he was involved 
in several long term planning projects 
such as mine planning and budgeting, 
railroad systems design, and equipment 
replacement systems. 
After graduating from the University 
of Notre Dame in 1966, he began graduate 
study in the M.B.A. program at Michigan 
State University, East Lansing, Michigan. 
He majored in marketing and minored in 
systems engineering. 
After being awarded an M.B.A. degree in the summer of 1967, he entered 
the Ph.D. program, College of Business, at Michigan State University, under 
the direction of Professor Frank H. Mossman, a noted author and scholar in 
the field of transportation. Mr. Hynes majored in transportation with minor 
fields in mathematical statistics, economics, and marketing. His Ph.D. 
dissertation is in the fie ld of motor carrier systems. The dissertation 
investigates optimal relationships between transportation rates and costs, 
and shows how these relationshps correspond to concepts found in electrical 
network theory. 
As a research assistant at Michigan State University he designed and 
implemented a computerized simulation model which was used in a funded 
research project for evaluating the effects of transportation and distri-
bution costs on the long term growth of the chemical industry in Michigan. 
The results of this published study are being used by the State of Michigan's 
Office of Economic Expansion for developing policies affecting chemical 
production in the state . 
In December, 1969, he joined the faculty of the Naval Postgraduate 
School, in Monterey, California, where he is teaching in the Department 
of Business Administration and Economics. 
He is a member of Beta Gamma Sigma, and the American Marketing Association. 
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